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Exposure Draft of Proposed Amendments to IFRS 3 Business Combinations
Dear Mr Teixeira
In response to the IASB's invitation to provide comments on the Exposure Draft of Proposed
Amendments to !FRS 3 Business Combinations, we have the following comment to make in
respect of one ofthe questions raised by the IASB:
.
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Question 7 - Do you agree that the costs that the acquirer incurs in connection with a business
combination are not assets and should be excludedfrom the measurement of the consideration
transfe"edfor the acquiree? lfnot, why?
In assessing the merits of a proposed acquisition we take into account the level of acquisitionrelated costs that would be incurred in completing the acquisition and therefore we view these
costs as part of the consideration transferred for the acquiree.
These acquisition-related costs will bring benefits to the acquirer over a significant number of
years and therefore do represent an asset of the acquirer. While these costs represent an asset it is
probably fair to assume that the value ofthe asset does decline over a number of years and
therefore it is possible that the asset should be amortised over a period of time.
If such acquisition-related costs are not included as part of the consideration txansferred for the
acquiree then they will have to be expensed in the acquirer's Income Statement in the year of the
acquisition. In our opinion, such accounting treatment does not give a true and fair view of the
acquirer's income for that year as the benefits ofthe acquisition will arise over a number of years
and therefore the costs of acquisition would not match the benefits. Also, the up-front expensing
of acquisition-related costs could have serious EPS consequences for acquisitive companies.

Yours sincerely,

Donal Buggy
Chief Financial Officer
,."
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